BEFORE TEE DEPARTMENT OF COMMERCE AND INSURANCE

AT A AT A I e T

I'UK lJ:L]:. le—i.lL AT L LININ BT E

IN TEE MATTER OF: e R )
)

TENNESSEE TRUCKING ASSOCIATION, ) No.03- {277
SELF INSURANCE GROUP TRUST, )
Respondent. )

ORDER OF ASSESSMENT

Thus Order issues upon the anthority granted to the Commissioner {“Commissioner’) of fthe

Ty

Tennessee Department of Commerce and Insurance (“Department””) pursuant to Texn Code Arnn. §
50-6-405 and Tenn. Comp. R. & Regs. 0780-1-54-18(3). Thus Order is predicatec upon the

foliowing Findings of Fact and Conclusions of Law:

FINDINGS OF FACT

1. Tre Commissioner has junsdiction over this matier, pursﬁant to Tern. Code Ann. §
50-6-405. The Department’s official place of business is locatec at 500 James Robertsor Parkway,
Nashville, Tenresses 37243,

2. The Respondent, Ténﬂéssee Trucking Association Self-Insurance Group Trust
(“TTA" or the “Respondent”), is a trust organized under the laws of the State of Tennessee whose
address and principal place of business is located at 7135 Centenmal Place, Nashville, Tennesses

37200. TTA s z workers’ compensatior self-insurance group holding a certificate of apm'oxa from

the Department, porsuant to Tern. Code Ann. § 50-6-403(c).




3. The Department has conducted a financial exazunation (“Examination”) of the

conditon and efawrs of T TA, pursuant to Tenn. Comp. R & Regs. 0780-1-34-06 (z copy o e
Report of Exarunatior of the Workers' Corapensation Self-Insurance Group Fund of TTA is
attached hereto and marked as Exhibit 1). TTA provided the Deparument with an independently
audited financial statement for vear ending Decem]é‘)er 31, 2002 that indicates there is a deficit of two
million egh hundred thousand fofty—thres six bundred Aftv-six dellars (52,843,656.00) for the 2002
fund vear. Exiubirl.

4, The Examiration also revealed that subsequent adiustments resulting from payroil
audit revisions reduced the 2002 fund year deficit by rine thousand three hundred sixty-nve dollars
($9,369.00) to two million eight hundred thirty-four thousand two hundred eighty-seven dollars
($2,834,287.00). fd.

5. The Examination has additionally revealec that TT.A 15 projected to have a deficit of
approximartely four million doilarg ($4,000,000.00) for the fund yvear ending December 31, 2003,
based on the August 28, 2003, financial records of TTA, exclusive of the 2002 fund year deficit of
two raillion eight hundred thirty-four thousaad two hundred eighty-seven dollars (82,834,287.00).
Id.

The Examinatior. has not demenstrated that TTA has fund year reserves from a fund
vear other than 2002 upon which to draw in order to correct the deficiency or that TTA has
admiristrazve fund reserves upon which to draw 1= crder to correct the deficiency.

7. The Examination has indica:zed that TTA has not conducted an assessment of its
members to make up the deficit for fund year 2002 within tharty (30) days of such deficit, as required

by Tenn. Comp. R & Regs. 0780-1-54-38(3).
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5. The Departmert sen? & Jetzer t¢ counsel for TTA on July 24, 2003, directing TT A,

armong otherlthings, to conduct an assessrment of its members (a copy of ke lefier is attached hereto
and markec as Exhibit 2). TTA di€ not conduct the assessment as directed in the Department’s July
24,2003 leter.

g. Additionally, the Examinationrev ea.ied the foliowing additional problems with TTA's
rating calculations:

a. TTA caleulaed premium for four (4 of its members using meomect
-¢lass code rates; C

TITY

b. Nationa] Council or. Compensation Insurance {"™NCCI”) procedures,
which are mandated in Tennessee for ali workers’ compensaiorn
msurers and self-insurers, provide that one-third (1/3) of the total
contract price for “owner/operator” vehicies must be included as
payroli of the drvers for purposes of calculating premium. TTA
departed Tom NCCI procedures by instead using one-iourih (1/4) of
the total coniract price;

c. TTA used inaccurate and/or incomplete claims and payroll hustory in

determining experience rating modificanion lacters for four (4)

Members;

L

Tenn. Code Ann. § 50-5-104 specifies the eligibility requirements for
' a five percent (5%) drug free premium credit. TTA aliowed twenty-
nine (29) of its members that were not eligible uader Tern. Code
Ann. § 50-9-104 to receive the full prermium credit;

e. TTA allewed one (1) ovits members toHave a smell deductible policy
atnd receive a small deductible credit that exceeded the credit
specified by NCCL  Further, TTA did not get the required prior
approvel from the Deparzment to have a deductidle rating plan, as
required by Tenn. Code Ann. § 536-5-313; and

f TTA applied NCCI schedule-rating factors t¢ members’ premiums
but did not apply the plan in accordance with NCCI procedures.
Furthermore, TTA’s actuary did not comsider the plac’s effect on
preciium wher developing the TTA's loss cost muliipher.
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CONCLUSIONS OF LAW

10-._ T

Tenn. Code Ann. § 30-6-205(c)(1) provides, 1n pertnent par., hat:

Ten (10) or more employers of the same trade or professional association
may enter into agreements to pool their liabilities under this chapter for the
purpose of quaiifying as seif-insurers as provided 10 subdivision (a)(2).

Tenn. Code Ann. § 50-6-405(h) provides that:

The commissioner of commerce and insurance may issue such rules,
regulations and orders as may be necessary to properly adminisier the
deposits, bonds and financiel evidence as required o this part.

Tenn. Comp. R. & Regs. 0780-1-54-.15 providss that:

(1) Every workers’ compensation self-nsurance group shall adhere to a
uniform classification system, uniform experience rating plan, and mazual
rules approved by the [Clomrussioner.

(2) Premiuom contnbutions to the group shall be determined by applving the
manual rates and rules to “he appropriate classification of eack member wrich
shall be adjusted by each member’s experience credit or debit. Subject to
approval by the [Clommissioner, premium contributions may also be reduced
by an acdvanced premium discount reflecting the group’s expense levels and
loss expenence.

(3) Each group may be audited by an auditor acceptabie to the commissioner
to verify prover classifications, experience rating, payroli and rates. A repcr:
of the andit shall be filed with the [Clommussioner it a form acceptable to the
[Clomimissioner. A group or any member thereof may request a hearing on
any objections to the classifications. [f the [Clommissioner determunes that as
a result of an impreper classification a member’s premium coninbulion 18
insuificient, [s]he shall order the group to assess that member an amount
equal to the deficiency. If the [Clommissioner detemnines that as a result of
a1 improper classification a member’s premlum is excessive, [s]he shall order
the group to refund ‘o the member the excess collected. The audit shali be at
the expense of the group.



15.

Tems. Comp. R. & Regs. 0780-1-54-.18 provides that

14.

insufficient to enable the group to discharge 1ts legal liabilities anc other obligations and to maintain

- the reserves required of it, pursuant to Tenn. Code Ann. § 50-6-405 and Tenn, Comp. R. & Regs.

(1) I the assets of & group are at any time insufficient to enable the group 0
discharge its legal lianilities and other obiigations and to mainiain the
reserves required of it under this Act, it shall forthwith meke up the
deficiency or levy an assessment upon its members for the amount aesced to
make up the deficiency.

(2) In the event of a deficiency 1m any fund year, such deficiency shall be
made vp immediately, either from (a) surplus Zrom & fund vear other thar the
curent fund vear, (b} administrative funds, () assessment of the
membership, if ordered by the group, or (d) such alternate method as the
[Clomrmissioner may approve or direct. The Clommissioner shall be notified
prior o any transfer of surplus funds from one fund year ‘o another.

(3) If the group fatis t0 assess its members or to other-wise maxe up such
deficit within thirty (30} days, the TClomumnissiozner shall order 1t to do so.

(4) If the group fails to make the required assessment of its members within
thirty (30) days after the [Clommuissioner orders it to do so, or if the
deficiency is not fully made up withon sixty (60) cays after the date which
such assessment is made, or within such jonger period of ime as may be
specified by the [Clommissioner, the group shali be deemed to be insolvent.

(5) In the event of the ligwidation of a group, the comunissioner shall levy an
assessment upon s members for such an amount as the [Clommissioner
,determunes to be necessary to discharge all Habilities of the group, 1cluding
the rezsonable cost of liquidation.

Based upon the Findings of Fact set forth herein, the Respondent’s assets

0780-1-54-.18 for the 2002 fund year and for the projected 2003 fund year.

Ay



15, Based upon the Findings of Fact set forth hereir, the Respondent failed to correcty

calculats premiums due Tom its members by:

a. applving incorrec: class code rates 1o certain members,

b, deviating from NCCI procedures;

C. usmginaccurate and/or incémplete claims and payroli history in determining
expeﬁencs.ratmg modification faciors;

d. allowng twenty-nine (29) of ity members o receive a full premium credit,
despite the fact that these members were not eligible under Tenn. Code Ann.
§ 50-9-104 for such & premium cradiy;

e. permuiing one (1) of its members to have z small deductible policy and
recelve a sreall deductible credit that exceeded the credit specified hy NCCT;

f. permitting & deductibie poiicy and credit without the requisite prior approval
from the Department to have a deductiple rating pian, as provided by Tenn.
Code Ann. § 56-3-313;

g. by appiving NCCI scheduie-rating factors to members’ premiums but not
applying the pian in accordznce with NCCI procedures; and

L. through not considering the ialan’s effect on premium when developing
TTA s loss cost multipler.

16.  TTA has not conducted ar assessment cf its members and has zot made ‘-.:.p the

deficiency it its assets for the func year 2002 through drawing upon surplus from a fund year other

than 2002 or from surplus administradve funds. TTA has thus viclated Tenn. Comp. R. & Regs.

0780-1-54-.18(1) aad (2).



17, The Examination has not demonstraied that TTA has func year reserves from & Zund

year oﬂﬂerthcu: 2002 upoﬁ which to draw 1o order to correct the deficiency or thar TTA has
administrative fund reserves upon which to draw in erder to correct the deficiency, pursuant tc Tenr..
Comp. K. & Regs. (780-1-54-.18(2).

NOW, THEREFORE, it 1s ORDERED ;FHAT the Respondent shall, pursuant to Tenn.
Comp. R. & Regs. (780-1-34-.1 -8(3), inmediately make up the deficit . iis assets to discharge 1is
legal liabilities and other obligations and to maintain the reserves required ofitby Tenn. Code Axn.
§ 50-6-405 for the 2002 fuad vear by making an assessment of its memoers.

TTA shall make the assessment of its members for the 2002 fund year as follows:

I TTA shall notify its members of the assessment for the 2002 fund year deficiency

within seven (7) days frorz the date of the entry of this Order;

[

The 2002 deficiency shal be assessed iz a vair and equriable method to aill TTA'
members. Each member's premium shall be recalculated using the rules and
rating manual of NCCI. The recalculated premium should be the amount on
which each member’s pro ratz share of the deficiency 15 assessec,

The assessment should be made nromptly and peid into TTA's premivum account

%)

on or before June 30, 2004 Considering that TTA s projected deficit for the fund

year 2003 is approximately four milion dollars ($4,000,000.00), exclusive oithe
defici: incwrred Curing the 2002 fund year, TTA shail coliect all the monies
necessary to make up the deficit in the fund year 2002 pror to Jure 30, 2004,

which is the date upon which the 2003 fund year financial statements are due,



TTA should coliect from its members e entire amount of the assessment due

witam thizy (30) days or, a® its option, may make the 2002 fund vear assessmert
per the following installment scheduie:
Initialinstallment: Fifty percent (50%) of the total assessment for the 2002 fund
year 1s now past due, per the D‘epartment’s letier to TTA of July 24, 2003, and
sha’l be made w1thm thirty (30) days from the date of entry of this Order;
Second 1nsiellment: Twenty-five percent (25%) of the assessment for the 2002
fund vear shall be due on or befors January 1 5, 2004,
Final izstallmert: Twenty-Qive percent (25%) of the assessment for the 2002
fund vear shall be due on or before May 15, 2004;
TTA will fumnish proof to the Department that 1t azs complied with Paragraph 4
of this Order within five (5) days from the due date of each ins;allment, .
[rrevocable ietters of credit shali be drewn upon each TTA member’s account in
favor of the amount of member’s pro rata share of the assessment in the following
manner:
Arn agreement (“Agreement”) shall be executed between TTA and each of 11s
individual members that the aforementioned Letter of Credit will not be
presented for payment provided that the member makes all installments of the
2002 fAund year assessment by the due date for each assessment.
The Agreement will further provide that should an indivicual member not make
the instailment payment of the 2002 fund year assessment by the due date, the

amount owing will be crawn from the Letter of Credit by TTA.



Failure to abide by the terms of this Order shall result in a determnination that the Respondent

is insoivent and subject to liquidation of its assets, including any assessment of the members

o

necessary 10 discharge all hab:lities of the group,-including the reasonable cost of liquidation,

o
s

pursuant to Tenn. Comp. R. & Regs. 078C-1-54-.18(4)~(5) and Tenn. Code Ann. § 56-5-305.

o

Itis sc ORDERED.

. K
ENTERED on this the l St cay of QJC_“-}’C’ b«@z‘x‘ , 2003,

-
i ptu in. 0 .i.lﬂtru b RO

Peaula A. Flowers, Commuissioner -
State of Tennessee

Department of Comurerce and Insurance
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APPROVED FOR EIN TRP{’ ll
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Kevin c. Barteis (BPR # 0”06\1\8)
John F. Momis (BPR # 019144)
Tennessee Dept. of Cormerce and Insurance
Davy Crockett Tower, 5% Floor
500 James Roberison Parkway
Nashville, Tennessee 37243
615741 2169
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Nashville, TN

September 73,2003

Honorabie Paula Flowers
Commissioner of Commerce & Insurance
State of Tennessee

Nashviile, TN

Commissianer:
Under autharity deiegated by you and in compliance with instructicns, a financial

examination and market conduci review is being made of the condition and affairs cf tne

Workers' Compernsation Seif-Insurance Croup Fund

of the

Tennessee Trucking Association Self Insurance Group Trust

Nashville, Tennessee

hereinafter generally referred to as the “Func™ and “Trust” respectvely. A report on
examination jimited to the Trust's rating procedures and reporied gramium deficiency is

submitied as follows:

Introduction

This examination was arranged by the Self Insurance Section of the [nsurance
'Division of the Department of Commerce and Insurance, Statz of Tennessee in
accordanice with T.C.A. §50-6-405 and Rule (0780-1-24-06 of the Rules of the
Department of Commerce and insurance (“Rules™. [t was commenced on May 5, 2003

by examiners of the State of Tennessse. This is the first such examination of the Trust,

Scope of Examination

The period coverad hersunder is from January 1, 1885, the efiective date of

farmation of the Trust, to the close of business on December 31, 2002, the date of this



examiration. Tne Trust ceasad operations January 1, 1988 anc resumed operations

gffective December 1, 2001.

During the course of examinzation, test checks, covering selected periods, ware
made of income and disbursement items, and a general review weas made of the Trust's
operations, practices and compliance with siatutes, to the exient hereinafier set forth.
£xamination procedures included verification of the Trust's use cof approved rating
procedures and manuals during the period of examinatior.

Approved Rating Procedures

Section 0780-7-54-.15 of the Ruies & Reguiations of the Department requires the
Trust {c adhere to a uniform classification system, uniiorm experience rating plan, and
manual rules approved by the Commissicner. The Commissioner has prescribed that
the uniform classiiication systern to be used by seif-insured trusts is to be in accardance
with the rating procedures published by the NCC! The Trust is also required to file with
the Commissioner a muitiplier and supporting information wnich shall apply to the most
recently approved, currently effective advisory prospective loss costs. All multipliers are
required by T.CA. §58—5—306 io be actuarially justified and shall be certified by a
member in good standing of the Casualty Actuarial Society.

Per NCC! procedures, the Trust applies its approved muitiplier to advisory loss
costs to develop the manual rates for specific class codes. Manual rates for each class
code are then multiplied by the basis of premium (audited payroll / $100) for each class
code to calculate manual premium. Based on eligibility requirements, small deductinle
credits and a drug free discount of 5% can then be applied to total manual premium Jor
all class codes tc calculate subject premium.  The Trust appiies an experience
modification factor to subject premium to calcuizte modified premium.  Scheduled
credits and debits are applied o subject premium to determing standard prem]ﬁm,

which is the same as annual premium.

The Trust had 50 Members participate in the Fund during the 2002 policy vear.

A review of the rating calculations for each revealed the following:

(]



7 he Trust calculatec premium for four Members using incorract class code rates.

[

CaJ

A
-~

NCCI procedures provide that one-third of the total contract price for
‘owner/operator” vehicies must be includec as payroll of the drivers for purposes
of calculating pramium. The T rust used one-fourth instead of one-third.

The Trust used inaccurate and/or incomplete claims and payroll history in
determining experience rating modification factors for four Members.

T.C.A §50-8-104 specifies the eligibility requirements for a £% drug free premium
credit. The Trust allowed 25 Members that were not gligible to receive the full
cradit.

The Trust allowed one Member to have a small deductible policy and receive a
small deductibie credit that exceeded the credit speciiied by the NCCi. The Trust
did not get the required prior Departmenal approval tc have a deductibie rating
plan.

The Trust applied NCCI scheduie-rating factors tc Members' premium but did not
apply the plan in accordance with NCCI procecures. Furthermore, the Trust's
actuary did nct consider the plan's effect on premium when developing the
Trust’s loss cost multiplher.

Recommendaiions

In orcer to comply with NCCI rating procedures and Tennesses Statutes, it is

recommended that the Trust correct the above lisied problems as follows:

1)

2)

Members' premium tha! was based on incorrect class code retes should be
revised using effective rates that coincide with the efiective dates of the policies.
Adjustments to Members' premium should be made for the use of proper
owner/operator payroll percentages. -

Fremium for Members that was based on incomplete or inaccuraie experience
rating modification factors should be corrected using accurate factors.

Additiornal premium should be billed to Members that were inelicibie to rsceive a
crug free discount.

The Trust should not allow the use of a deductible rating ptan in 2002 and should
reverse the effects its use had on 2002 premium and claims.

Members' premium for 2002 should not be adjustec by the NCCI schedule rating
factors if they arz not applied in accordance with NCCl schedule rating
procedures or considered by the Trusi's actuary.

In accordance with Ssaciion C780-1-54-.15(3) of the Rutes, it is recommended

that the Commissioner order an assessment be made of the Trust's Members in an

e



amount equal to the premium deficiency attriputed to the above orobiems.  For

Members -whose premium 1s determined to have been excessive, the 7rust should
refund to the Member the excess collecied. (The assessmeant shouid be based on the
attached schedule Exhibit 1 of Members' premium adjustments for the 2002 fund year).
similar preblems were noted in the way the Trust calculated Members' premium for the
2003 fund vear, therefore it is also recommended that the Trust make the same

corrections to 20032 pramium.

Deticit for 2002 Fund Year

The Trust has provided the Depariment with independently audited financial
statements for year ending December 31, 2002 that indicate there is a deficit of
$2,6432,656 for the 2002 fund year. However, subseqguent adjusiments resulting from
payroll audit revisions recuced this deficit by $3,362 0 $2,634,287. The Department, by
letter dated July 24, 2003, instructed the Trust to make up this defictt by levying an
assessment upon iis Members for the amount needed to make up the deficiency.
Because the Trust has failed to make the assassment in 30 days &s required by Section
IO?BO—‘]-54—.18 of the Rules, it is recommended that the Commissioner order the
assessment pursuant to the Rules. Each Member's proportionate share of the
assessmert should be based upon the ratio of their 2002 premium as adjusted for the

incorrect caiculations neoted above to total premium for 2002 (per the attached Exhibit 1),

Deficit for 2003 Fund Year

A review of records provided by the Trust's Administrator and its Searvice
Company indicate the Trust is zalsc operating at a loss for the 2003 fund vear. As of
August 28, 2003, the Trust had earnec premium for 2003 of $4,394,853 2nd incurrad
ciaims of 84,164,435 (95% of premium). This is exclusive of provisions for IBNR claims
and administrative expenses which were approximately 30% of incurred claims and
38% of earned nremium respectively for 2002, All combined, this is equivalent to a
projected deficiency of approximately 61% of premium as of August 28, 2003. If the
Trust's current trend i operations remains unchanged through December 31, 2003, this

would result in a deficit for the 2002 fund year alons of approximately $4,000,00C. This

I



is exclusive of the 32,834,287 daficit for the 2002 fund year referred io above, The

Trust wili meed 10 levy another assessment on its Members after the conciusion of the
2003 func year. The actual amount of the 2003 assassment will be dependent on the
final payroll audits of the Trust's Members for the 2003 fund year, the Trust’s actuarial
projection of IBNR claims and its independent audit of the Decamber 31, 2003 financial
statements, all of which are due to be compléied and filed with this Department no tater
than Juns 30, 2004,

Canclusian

The customary insurance examination practices and procedures developed by
the Seif Insurance Section of the Department of Insurance, State of Tennessee have
been followed in connection with the examination of the Fund of the Tennesseae

rucking Association Seit Insurance Group Trust.

The courteous cooperation of the officers and employess of the Trusl's
Acministrator, Service Company and its independent accourtants extended during the

course of examination is hereby acknowledged.

Respectfully submitted,

ML

W
Mark E.Jaguish, CFE, CPA
insurance Examiner
State of Tennessee

Ln



Examinzton Affgavit

The undersigned deposes and says that he has duly executed the atiached
examination report of Tennessee Trucking Associationn Seif Insurance Group Trust
dawed September 23, 2003 and made as of December 31, 2002 on sehalf of the
Tennessee Department of Commerce and insurance. Deponent further says he is
familiar with such instrument and the contents thersof, and that the facts therein sat

for:h are true to the best of his-knowledge, information and belief.

/f//;/( /%/7;/(/

Mark Jaéms‘]
Irsurance Zxaminer
State of Tennessee

County /{“Ci'f"
State

Subscrined and sworn to before me

. e |
this _dleth day of
- {\r’* ,:r:‘r Ay }"_{ - , 20 {_‘; ?, ‘

A

S Y S A
. _z"l\-:ll_ﬁ) |({‘F‘ /‘/Iﬁ 4'/1\4 {" LA ) {

(Noary) t;fir,.rfb ﬁ%/’é@’@@



EXHIBITI

Net Due From

Member Number Member

TTA1001-01 94,524
TTA1002-01 54,399
TTA1003-01 4716
TTAIQ04-01 75,261
TTA1003-01 172,438
TTA1006-01 137,585
TTAL0C7-01 57,385
TTALDOB-01 14,741
TTA1009-01 20,075
TTALQ10-01 40,444
TTAL1011-01 34,043
TTAIG12-01 7,183
TTAL1013-01 26,635
TTA1014-01 72,811
TTA1015-01 158,230
TTal1016-01 32,408
TTAL017-01 13,357
TTAI018-01 79,743
TTAIN1S-01 18,368
TTAIQ20-01 (1,875)
TTALQ21-01 127,510
TTA1022-01 70,741
TTAL023-01 54,980
TTA1024-01 7,058
TTAl1025-01 1,794
TTA1026-01 20,465
TTALI027-01 92,976
TTA1028-01 21,457
TTA1029-01 17,210
TTAL1030-01 77,764
TTA1031-01 8,925
TTA1032-01 7,220
TTAL033-01 110,938
TTAI(34-01 11,365
TTA1035-01 20,421
TTAI026-01 16,625
TTALO37-01 26,523
TTA1038-01 20,037
TTA1039-01 159061
TTA1040-01 55,162
TTA1041-01 6,018
TTA1042-01 11,290
TTA1043-01 5,802
TTAL044-01 731,867
TTA1045-01 4,584
TTA1046-01 207

|



Net Due From

ienberNomber viember
TTA1047-01 12,244
TTAID48-01 9,108
TTAL049-01 ' 144~
TTA1D30-01 319
TOTAL : $ 2,834,287



EXHIBIT I

Additional Recommended Net Due From

Member Number Premium Assessment Member
TTAID0L-01 40,865 533,659 84,524
TTA1D0Z-01 25,384 29,015 54,399
TTA1003-01 - 4718 4716
TTAI1L04-01 926 74,333 - 73,261
TTAL1005-01 5,363 168,075 173,438
TTAL006-01 49 406 88,179 137,583
TTALI007-01 17,263 40,122 37,385
TTALIQQ8-01 5,234 . 9,507 14 741
TTAL1009-01 3,958 16,119 20,075
TTA1010-01 £,247 34,197 40,444
TTAL011-01 14,593 19,450 34,043
TTA1012-01 2,240 4 943 7,183
TTAI013-01 11,067 15,568 26,635
TTA1014-01 30,514 41297 72,811
TTAI015-01 73,329 §3,501 159,230
TTA1016-01 4 180 28,228 32,408
TTA1017-01 - 13,357 13,357
TTA1018-01 6,658 73,085 79,743
TTAIQ19-01 5,516 12,852 18,368
TTA1020-01 {7,846) 5,971 (1,875)
TTAL1021-D1 - 127,510 27,510
TTA1022-01 32,096 38,643 70,741
TTA1023-01 16,539 38,441 . 24,980
TTA1024-01 (R27) 7,883 7,058
TTA1023-01 (3435 2,139 1,794
TTA1026-01 - 20,463 20,465
TTA1027-01 (20,158 113,134 92,976
TTal1028-01 (17,210) 38,667 21,457
TTA1029-01 2,220 14,990 17,210
TTAI030-01 28,964 48,798 77,764
TTAL031-01 1,148 . 7,777 3,925
TTA1032-01 (3,244) 15,464 7,220
TTA1033-01 34,183 76,735 110,938
TTAL034-01 1,588 9,777 11,365
TTAL02:-01 (5,440) 25,861 20,421
TTA1036-01 (20,847} 37,472 16,625
TTA1037-01 10,894 15,629 26,523
TTA1038-01 8,106 11,931 20,037
TTA039-01 72,198 96,863 169,061
TTA1040-01 22,673 32,489 55,182
TTA1041-01 - 6,018 6,018
TTAL043-01 13 11,277 11,250
TTAl043-01 744 5,058 5,802
TTA1044-01 391,830 340,037 731,867
TTAL1045-01 (1,917} 6,501 4,584
TTA1046-01

(8,016) 8,223 207



Additional Recommended MNet Due From
———————Member Nomber ———————PrEnmuom S ESSITET VIEimiher
TTAL1047-01 3,186 9,048 12,244
TTA1048-01 (253) 9,363 9,108
TTA1049-01 (1,867 2,011 144
TTA1050-01 (369) 688 319
TOTALS $ 835,794 $1,998.493 3 2,834,287




PHIL BREDESEN
GOVEANGE

STATE OF TENNSSSEE
DEFAETMENT OF COMMERCE AND INSURANCE
5D0 JAMES ROBERTSON PARKWAY
NASHVILLE, TENNZS3EE 372433065
815-741-5007
PAULA A FLOWERS
COMMISSIONER

Tulv 24 2003

VIA FACSMILE (615.256.8197) AND TJS FIRST CLASS MATL

Dan =. Elrod, Esg.

Miller and Mariln, ZLP
1200 Ore Nashville Place
150 Fourth Avenue Worth
‘\aSthhE TIN 37218-2433

RE: Tennessee Trucking Association Self-Imsurance Group Trust
Dear Dan:

We have reviewed the July 17, 2003, propesal of the Tennesszse Trucking Association
Seif-Insurance Group Trust [hersinafer referred to as the “Trust™) regarding the
satisfacnon of its 2002 deficit. The Trust proposes to correct the deficit by assessing its
members in installments. While the Department does not object to the Trust’s general
concept of installment payment of the assessments of the merrbers to saisfy the 2002
oremium qeﬂccie—lcv e following 1ssues need to be addressac:

1. The 2002 deficiency must be assessed in a fair and eqguitable method to all the
Trust’s members.

Fach member’s premivm has besr recaicu.atsd vsing the NCCI's nuies and reting
menval and presented to the Trustess. The recaicwiated premium shotld be the
amaount on which sach member's pro rata share of the deficiency will be assgessed.

The agsessment should be made promotlv and paid tnto the Trust’s premium
account before June 30, 2004,

[V

Teking 1ate congideration that 2 poteztial deficit may be aevelo p ng for

calendar year 2003, Commissioner Flowers dagires that all of the 2002 detzcit be
coliected prior to the thar the 20C3 financial staternents are du {or or betore June
30, 20045, The deparzment’s pfupOQGC imstallment plar for paying the duc:t is as
Toilows:

» Imitial instailment -- 30% of the assessment is due and shonld be paid on

EXHIBIT

bles -

-



before September 1, 2003

» Second instalimen: - 25% of the assessment 1s due and should be paid on
or befors January 135, 2004,

» [ipa mpstallment ~25% of the assessment 15 due and showd be paid on or
before May 15, 2004,

Irrevocable letters of credit drawn on each member’s account should be
considered to guarantee the payment of the assessed amounts.

98]

Each member should cpen a line of credit, (“"LOC”); to be drawrn i favor of the
Trast in the amount of the fnembvr s pro rata snare of the 2ssessmient. An
agreement should be executed between the Trust and e mndividual member that
the LOC will not be presented for payment provided that the member makes all
imstallments i e timely rmanmer, but, i & member fzils 1o maxe tmely payment of
ar instal'ment the amount dus will be drawn on the LOC by the Trust.

[n additor o ﬁddressnc the 2002 Ceficit in the menner set forth above, Cormmissioner
Flowers will require that the Order o f upervision stay in place until the Trust’s Snancia
condItion is SC.tL;Iautozﬂy resoived, including, altimately, the correct calculation of
premiums. 1f you recuire any additional informaton regarding the Department’s position
on this matter or have any cuestions, pisase gve me & call.

\

\\er\« truly yours,

I
AL,
Makg é/,k@/

General Copnsel
£15-253-2058

MGMmb

oo Paula A. Flowers, Comm:ssioner
Daphne D, Smith, Acting Assistant COIDIEL?’II‘LGI
Joim Morms, Chief Counsel for Inserans
Mazk Brotzers, Director of Self-Instrance
Mark Jaguish, Examiner in Charge



MILLER & MARTIN LLP

ATTORNEYS AT LA
1200 OWNE MaSHVILLE PLACE
150 POURTH AVENUE NORTH
MNASHVILLE, TENNESSEE 37219-2433

CHATTAINOOCA OFFICE: 615/ 244-0270 ATLANTA OFFICE:
SUITE 1000, VOLUNTEER BUILDING FAX 615/256-8197 1275 PEACHTREF STREET, N.E.
832 GEORGIA AVENUE DB SUTTE 700
CHATTANOOGA, TENNESSEE 37402-2289 B15/744-8466 ATUANTA, GEORGLA 303093576
423/756-6600 WRITERS DIRECT WUMBER 404/962-6100
GLETA4R525
FAX 423/745.8430 FAX 404/962-5300
DAaN H ELROD b - qoon I-MAIL aDDRESS:
NASHVLLE OFFICE October 7, 2003 deirod(@millermartin. cam

VIA FACSIMITE and U.S. MAIL

Mr. John F. Morris

Chief Counsel for Insurance and TennCare
Tennessee Department of Commerce and Insurance
Davy Crockett Tower, Suite 500

500 James Robertson Parkway

Nashville, TN 37243-0565

RE:  Inthe Matter of Tennessee Trucking Association Self Insurance Group Trust
Order No. 03-127

. Dear -Mr. Morms:

This letter confirms our conversation regarding the Order of Assessment issued by the
Comrnissioner in connection with the marter referenced above.

On behalf of the Tennessee Trucking Association Self Insurance Group Trust, it 1s our desire to
appeal the portion of the Order of Assessment that requires recalculation of member premiums for 2002.
1t is the position of the Tennessee Trucking Association Self Insurance Group Trust that the premium
calculations for members in 2002 were in compliance with applicable statutes and regulations, and that
no recalculation of 2002 premiums is required.

We would appreciate your advice as to the next step to be taken in order to proceed with the
appeal process.

Thank you for your attention to this matter.

Very truly yours,

/J 7

/7 [{
Dan H. Elfo
DHE:cgb
ce: Mr. Nick Marno

1486984 _| DOC



MITLER & MARTIN LLF

ATTORNEYS AT LA
1200 OWE MASHVILLE FLALE
150 POURTH AVENLE NORTH
MASHVILLE, TENNESSEE 372162433

CHAT TANCOAG A, OFFIGE: £15/244-9770 ATT ANTA JFFICE:
SUOTE 1000, VOLUNTEER BUIDING FAX 815/356-81%7 1375 PEALHIBEL SIREET, N.E
232 GEORGILs AVENUE o SUITZ "M
CHRATTANDOGA, Teesser 37402-22689 61577 ATLANTA, GRORGIA 303082576
423, 756-6500 WRITER'S DIRECT NUMHER . AH/S62-6100
513 74-B006
FAX 423/7E5-8480 FAJ 404/962-6300
DAN H. ELROD E-MAIL ADDRESS:
NASHYILLE OFFICE January 16, 2004 detrod @millermarrin.com

VIA FACSIMILE AND 1.8, MATL

John F. Morzis, Esquire

Chief Counsel for Insurunce and TennCare
Tennessee Department of Commerce and Insurance
Davy Crockett Tower, 5¥ Floor

500 James Robertson Parkway

Nashville, TN 37243

RE:  Tennessee Trucking Association Self Insurance Group Trust
Dear Joha:

In recent a recent conversation, you asked the Tennessee Trucking Association Self
Insurance Group Trust to address three itemns, and this letter is our response.

1. Number of members who have paid the first installment gf the 2002 assessment.
As of this date, seven {7) members have paid the first installment. FPayments received total
$225,869.00. The largest member has paid its first installment, and, 1f rf.-qu.astﬁ-d1 we will be
happy to provide a complete list of members who have paid.

2. Governance of the Fund while inactive. We propose that the existing Board of
Directors continue to ect as the Board of the fund while 1t is inactive. It 13 my understanding that
the existing Board members have agreed to continue in thus capacity. L7 a suffrcient number of
new members express an interest in reactivating the Fund, then a proposed new Board would be
elected by the prospective members.

3 Payment of clauns while the Fund is inactive. We propese that the current service
company, CCMSL continue to handle claims to conclusion, and that CCMSI be paid on a per

claim basis. This expense would be allocable to the year in which the claim was incurred. We

1520648_1,D0C




John F. Morris, Esquire
January 16, 2004
Page 2

do not yet have a quote from CCMSI for handling claims on a per claim basis, but we will
provide this information a5 soon as it is received.

Please let me know if you have any questions regarding the above, or if you need any
additional information.

Very truly yours,
Dan H. Elrod

DHE:cgb

ce! Mr. Nick Marne

1570643 _1.00C
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